CONGRESS OF THE UNITED STATES
CONGRESSIONAL BUDGET OFFICE

CBO -

Federal Subsidies for
Health Insurance Coverage

for People Under 65:
2020 to 2030

Federal Health Insurance Subsidies

Billions of Dollars m m

Support for Employment- Medicaid and Nongroup Coverage Medicare
Based Coverage Children’s Health  and Basic Health Program
Insurance Program

Percentage of Gross Domestic Product

Support for Employment- Medicaid and Nongroup Coverage Medicare
Based Coverage Children’s Health  and Basic Health Program
Insurance Program

SEPTEMBER 2020




At a Glance

The federal government subsidizes health insurance for most Americans under age 65 through various
programs and tax provisions. This report describes updated baseline projections by the Congressional
Budget Office and the staff of the Joint Committee on Taxation (JCT) of the federal costs associated
with each kind of subsidy and the number of people with different types of health insurance. Those
projections incorporate an assumption that current laws governing health insurance coverage and fed-
eral subsidies for that coverage remain in place.

Federal Subsidies. In CBO and JCT’s projections, net federal subsidies (that is, the cost of all the
subsidies minus the taxes and penalties) in 2021 for insured people are $920 billion, or 4.4 percent of
gross domestic product (GDP). In 2030, that annual amount is projected to reach $1.4 trillion, also
4.4 percent of GDP. Over the 2021-2030 period, subsidies are projected to total $10.8 trillion.

® Medicaid and the Children’s Health Insurance Program (CHIP) account for about 45 percent of
the federal subsidies annually during the period;

® Subsidies for employment-based coverage, about 35 percent;
® Payments for Medicare, about 15 percent; and

® Subsidies for coverage obtained through the marketplaces established by the Affordable Care Act or
through the Basic Health Program, about 5 percent.

Health Insurance Coverage. In an average month each year during that period, between 238 million
and 241 million people are projected to have health insurance, mostly from employment-based plans.
Between 31 million and 32 million people are projected to be uninsured.

Effects of the Pandemic. Since CBO last issued baseline projections, in March 2020, the coronavirus
pandemic has disrupted the economy, and millions of jobs have been lost. In the projections for the
next few years, the loss of employment has these effects:

® It decreases estimated enrollment in and subsidies for employment-based insurance;
® It increases estimated enrollment in and subsidies for Medicaid and CHIP; and

® It increases, on net, the number of people estimated to be uninsured.

Legislative responses to the pandemic have, among other things, temporarily increased the share of
Medicaid and CHIP costs paid by the federal government, allowed Medicaid and CHIP enrollees

to remain enrolled through the end of the public health emergency regardless of changes in income,
and provided forgivable loans and tax credits to businesses to help them retain employees. By CBO
and JCT’s estimates, those laws have increased enrollment in Medicaid, as well as the average cost of
Medicaid, and lessened the decline in employment-based insurance.

Compared with the March 2020 estimates, current projections show about 1 million more people
uninsured in 2021, largely reflecting the effects of the pandemic.

www.cbo.gov/publication/56571
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Notes

The estimates presented here are based on the Congressional Budget Office’s economic
forecast as of June 26, 2020, and premium forecast as of July 1, 2020, and on an
assumption that current laws governing health insurance coverage and federal subsidies
for that coverage remain in place. CBO and the staff of the Joint Committee on Taxation
(JCT) have endeavored to develop budgetary estimates that are in the middle of the
distribution of potential outcomes.

Given the rapidly changing economic environment and the uncertainty surrounding the
length and severity of the 2020 coronavirus pandemic, the agencies’ estimates of health
insurance coverage and federal subsidies are subject to significant uncertainty. Further,
changes in federal laws could affect health insurance markets and federal subsidies

for coverage.

Numbers may not add up to totals because of rounding. The sources of all figures in this
report may be cited this way: Congressional Budget Office; staff of the Joint Committee
on Taxation.

Estimates of health insurance coverage reflect average monthly enrollment during a
calendar year and include spouses and dependents covered under family policies. The
estimates are for the civilian noninstitutionalized population under age 65, which excludes
members of the armed forces on active duty and people in penal or mental institutions or
in homes for the elderly or infirm. The majority of individuals over age 65 are covered by
Medicare.

Unless the report indicates otherwise, all years referred to in describing estimates of
spending and revenues are federal fiscal years, which run from October 1 to September 30
and are designated by the calendar year in which they end.

Estimates by level of income are calculated using the projected income distribution
from CBO’s health insurance model, HISIM2. Income in HISIM2 is based on income
reported in the Current Population Survey—with various adjustments to better match
tax data—that is then extended over the projection period to be consistent with CBO’s
macroeconomic forecast of economic growth and projections of employment.

In most states, the federal poverty level (FPL) is $12,760 for a single person in 2020. For
each additional person in a household, $4,480 is added. Income levels reflect modified
adjusted gross income (MAGI) for the calendar year. MAGI equals gross income plus
untaxed Social Security benefits, foreign earned income that is excluded from adjusted
gross income, tax-exempt interest, and the income of dependent filers.




Notes (Continued)

The sum of the estimates of the number of people enrolled in health insurance plans and
the number of people who are uninsured exceeds the estimate of the total population
under age 65 by between 12 million and 14 million every year of the projection period,
because some people (about 5 percent of the insured population) will have multiple
sources of coverage. To arrive at the estimates given in this report, CBO and JCT did not
assign a primary source of coverage to people who reported multiple sources; the resulting
amounts align better with estimates of spending as well as with information about health
insurance coverage from household surveys and administrative data. (By contrast, when
CBO and JCT have reported changes in the sources of insurance coverage stemming from
proposed legislation, the agencies have used only people’s primary source of coverage to
count them, an approach that has generally proved more useful for that purpose.)

Under the Affordable Care Act, states have the option to establish a Basic Health Program,
which is primarily for people whose income is between 138 percent and 200 percent of
the FPL. To subsidize that coverage, the federal government provides states with funding
equal to 95 percent of the subsidies for which those people would have been eligible
through a marketplace. States can use those funds, in addition to funds from other
sources, to offer health insurance that covers a broader set of benefits or requires smaller
out-of-pocket payments than coverage in the marketplaces does. Minnesota and New York
have created a Basic Health Program.

In 2020, the Centers for Medicare & Medicaid Services made about $100 billion in
accelerated and advance payments to certain providers under the Medicare program, and
in its September baseline, CBO expects those amounts to be recouped through 2021.
CBO has not estimated how much of the accelerated and advance payments was for
beneficiaries under age 65. Accordingly, figures for Medicare spending for beneficiaries
under age 65 exclude those payments and expected recoupment.

For details about the methods underlying the projections, see Congressional Budget
Office, Federal Subsidies for Health Insurance Coverage for People Under 65: 2019 to 2029
(May 2019), www.cbo.gov/publication/55085.

For a discussion of how CBO and JCT project premiums, see Congressional Budget
Ofhce, Private Health Insurance Premiums and Federal Policy (February 2016), pp. 9-11,
www.cbo.gov/publication/51130.

For a discussion of how CBO and JCT define health insurance coverage and the
uninsured population, see Congressional Budget Office, Health Insurance Coverage
for People Under Age 65: Definitions and Estimates for 2015 to 2018 (April 2019),
www.cbo.gov/publication/55094.

For details about the uninsured population in 2019, see Congressional Budget Office,
Who Went Without Health Insurance in 2019, and Why? (forthcoming, September 2020),
www.cbo.gov/publication/56504.
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Federal Subsidies for Health Insurance Coverage
for People Under 65: 2020 to 2030

In a report issued each year, the Congressional Budget Office and the staff of the Joint Committee on Taxation (JCT) provide
projections of health insurance coverage for people under age 65 and the federal costs of that coverage for that year and
the following decade. Net federal subsidies for that coverage are projected to total $920 billion in 2021 and $1.4 trillion in
2030. Measured as a share of gross domestic product (GDP), the subsidies are an estimated 4.4 percent in both years.

Projected Subsidies For people under 65, the federal government subsidizes health insurance in several ways:

for Health by giving tax benefits for employment-based coverage, by providing a majority of funding for

Insurance Coverage Medicaid and the Children’s Health Insurance Program (CHIP) (states provide the remainder), and
by offering tax credits to eligible people who purchase coverage through the health insurance
marketplaces established by the Affordable Care Act (ACA). The federal government also provides
coverage through the Medicare program to people under 65 who receive benefits from the Social
Security Disability Insurance program or who have been diagnosed with end-stage renal disease.

Average federal subsidies for health insurance per recipient differ because the people who are
eligible for and enrolled in each type of insurance differ by age, health status, income, and dis-
ability status; because the federal government subsidizes the coverage to different extents; and
because the prices paid to providers differ for different types of coverage.

Federal Health Insurance Subsidies
Billions of Dollars

Support for Employment-  Medicaid and CHIP

Based Coverage

Percentage of Gross Domestic Product

Support for Employment-  Medicaid and CHIP

Based Coverage

Nongroup Coverage
and Basic Health Program

Nongroup Coverage
and Basic Health Program

In 2021, the federal government is
projected to spend $433 billion for
Medicaid and the Children’s Health
Insurance Program and $303 billion
on support for employment-based
coverage for people under age 65.
By the end of the decade, the costs
for those two largest categories

of subsidies are projected to rise
to $569 billion and $516 billion,
respectively.

As a percentage of GDP, federal
subsidies for employment-based
coverage and Medicare are
projected to grow over the coming
decade, while those for Medicaid
and CHIP and for nongroup coverage
and the Basic Health Program are
projected to decrease.
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Projected Subsidies for Health Insurance Coverage (Continued)

Average Federal Subsidies for Recipients, by Type of Health Insurance
Dollars

Over the 2021-2030

period, average subsidies
Calendar Year m m .

are projected to grow—
those for employment-
based coverage and
Medicare at higher rates
than those for other forms
of insurance. Differences
in the rates of growth
are mainly due to policy
changes that are scheduled
to take effect during the
period, including changes
in tax rates pertaining
to employment-based
coverage and the expiration
of an increase in the share

Support for Medicaid and CHIP Nongroup Coverage Medicare of Medicaid costs paid by
Employment-Based Coverage and Basic Health Program the federal government.
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Projected Private
Health Insurance
Premiums

Total federal subsidies for employment-based insurance and nongroup coverage depend on total
premiums. In the case of employment-based coverage, a person’s contributions toward premi-
ums are excluded from taxable income, so as premiums rise, the subsidy the person receives
increases as his or her contribution toward premiums increases—so larger subsidies go to people
with higher income. In the case of nongroup coverage, someone who is eligible to receive a
subsidy through a marketplace and selects the benchmark plan is required to pay a designated
amount of his or her income toward premiums, and the subsidy covers the remainder. (A bench-
mark plan is the second-lowest-cost silver plan available in the marketplace in any given area.)

CBO and JCT project spending by private health insurers on health care and administration on
the basis of trends in premium growth and of projected growth in personal income, which affects
people’s ability to buy health insurance.

Between 2020 and 2030, private health insurance spending per enrollee, which is the basis for
nongroup and employment-based premiums, is projected to grow by an average of 5 percent

per year. In that same period, premiums for benchmark plans used to determine subsidies in the
nongroup market are projected to grow by an average of 4 percent per year. Most of the premium
growth over time is attributable to the changes in projected health care spending per person.

Annual Percentage Change in Gross Premiums for Benchmark Plans and Private Health Insurance Spending

12 ¢

Gross Premiums for
Benchmark Plans in Private Health

the Marketplaces Insurance Spending

The decline in marketplace
benchmark premiums in 2020
occurred for three main reasons:
Insurers recorded profits in 2019;
fewer people lived in areas where
there was little competition among
per Enrollee insurers; and federal programs
implemented in some states protected
insurers from risks of high medical
costs. Those premiums are expected
to increase in 2021 because, CBO

and JCT anticipate, insurers will set
premiums with the expectation that
much of the care deferred in 2020 will

2020

2021

2022

2023 2024 2025 2026 2027 2028 2029 2030 °°curin2021.
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Projected Health

To estimate the net effects that subsidies have on the federal budget, CBO and JCT project the

Insurance Coverage number of people with different types of health insurance coverage. By those estimates, of the
271 million people under age 65 in 2021, 151 million will have coverage through an employer,
and close to 32 million will be uninsured. In 2030, when the population is estimated to be the
same size, 155 million are projected to have coverage through an employer, and 31 million,
to be uninsured. In percentage terms, enrollment in Medicaid and CHIP is estimated to be
slightly smaller in 2030 than in 2021, and the portion of the population that will be enrolled in
employment-based coverage, slightly larger.

The types of coverage that people enroll in vary substantially depending on their income.

Health Insurance Coverage by Type and Income

Employment-Based Coverage

Medicaid and CHIP

Nongroup Coverage and Basic Health Program
Medicare

Other

Uninsured

Employment-Based Coverage

Medicaid and CHIP

Nongroup Coverage and Basic Health Program
Medicare

Other

Uninsured

Employment-Based Coverage

Medicaid and CHIP

Nongroup Coverage and Basic Health Program
Medicare

Other

Uninsured

Employment-Based Coverage

Medicaid and CHIP

Nongroup Coverage and Basic Health Program
Medicare

Other

Uninsured

All Incomes

Less Than 150% of the FPL

(Total population: 93 million)

1)

Between 150% and 400% of the FPL
(Total population: 89 million)

i

Greater Than 400% of the FPL
(Total population: 89 million)

2021
2030

In 2021, of the 93 miillion
people under age 65 with
income below 150 percent
of the federal poverty level
(FPL), a majority, 57 million,
are estimated to be enrolled
in Medicaid or CHIP, and

13 million, to be uninsured.

Of the 89 million people under
age 65 with income between
150 percent and 400 percent
of the FPL, 54 million are
estimated to be enrolled in
employment-based insurance,
and 12 million are estimated
to be uninsured.

The vast majority of people
under age 65 with income
above 400 percent of the FPL
are estimated to be enrolled
in employment-based
insurance. In the underlying
data, the income of some
Medicaid and CHIP enrollees
appears higher than the
programs’ upper income
limits. That can be the case,
for example, when income is
low during the initial months

L | of enroliment but much
0 10 20 40 80 160 higher in others.

Millions of People




SEPTEMBER 2020 FEDERAL SUBSIDIES FOR HEALTH INSURANCE COVERAGE FOR PEOPLE UNDER 65: 2020 TO 2030 5

Composition of CBO and JCT consider people uninsured if they are not covered by an insurance plan or enrolled
the Uninsured in a government program that provides financial protection from major medical risks. Uninsured
Population people receive some types of health care and are often not required to pay the full cost of that

care, but they have substantially less access to care and financial protection than do insured
people. Uninsured people who are eligible for Medicaid have more financial protection than oth-
ers because they can enroll at any time—in some cases, as they are seeking care in hospitals or
other settings—and may receive coverage retroactively. Some people may be eligible for multiple
sources of coverage. To characterize the uninsured population, CBO and JCT classified people
who lack insurance into mutually exclusive groups on the basis of the most heavily subsidized
option available to them or the primary reason they were ineligible for subsidized coverage.

Composition of the Uninsured Population, 2021

Total Uninsured: 31.5 Million People

Made Eligible for Medicaid by the ACA
Eligible for but Not
Enrolled in Medicaid
(6.2 million)
Otherwise Eligible for Medicaid or CHIP

Eligible for Marketplace Subsidies In CBO and JCT’s

projections, among the
31.5 million people
uninsured in 2021,

65 percent, or 20.5 million
people, are eligible for

but not enrolled in a form
of subsidized coverage,
including employment-
based coverage, Medicaid,
or subsidies in one of the
marketplaces.

Eligible for but Not Enrolled
in Subsidized Coverage
Other Than Medicaid

(14.3 million)

Eligible for Subsidized
Employment-Based Coverage

Not Lawfully Present

Not Eligible for a Form of
Subsidized Coverage
(11.1 million) Income Below the FPL and Living in a

State That Has Not Expanded Medicaid

Income Too High for Marketplace Subsidies
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Composition of the Uninsured Population (Continued)

Composition of the Uninsured Population by Income, 2021

All Incomes
(31.5 million)

Made Eligible for Medicaid by the ACA
Otherwise Eligible for Medicaid or CHIP
Eligible for Marketplace Subsidies
Eligible for Subsidized Employment-Based Coverage
Not Lawfully Present In CBO and JCT’s
Income Below the FPL and Living in a State That Has Not Expanded Medicaid projections, in 2021,
Income Too High for Marketplace Subsidies among the 13.0 million

uninsured people with
Less Than 150% of the FPL income under 150 percent

(13.0 million) .
of the FPL, about 4 million,

Made Eligible for Medicaid by the ACA or 30 percent, have income
Otherwise Eligible for Medicaid or CHIP less than 100 percent of the
Eligible for Marketplace Subsidies FPL and live in a state that
Eligible for Subsidized Employment-Based Coverage L.
h M .
Not Lawfuly Present as not expanded Medicaid
Income Below the FPL and Living in a State That Has Not Expanded Medicaid

Income Too High for Marketplace Subsidies Among the 11.6 million
uninsured people

Between 150% and 400% of the FPL with income between

(11.6 million) 150 percent and
Made Eligible for Medicaid by the ACA 400 percent of the

Otherwise Eligible for Medicaid or CHIP FPL, about 5 million, or
Eligible for Marketplace Subsidies 40 percent, are eligible for

Eligible for Subsidized Employment-Based Coverage marketplace subsidies.

Not Lawfully Present
Income Below the FPL and Living in a State That Has Not Expanded Medicaid Of the 6.9 million uninsured

Income Too High for Marketplace Subsidies people with income above

Greater Than 400% of the FPL 400 percent of the FPL,

(6.9 million) about 60 percent have

access to subsidized
employment-based
coverage but declined the

Made Eligible for Medicaid by the ACA

Otherwise Eligible for Medicaid or CHIP

Eligible for Marketplace Subsidies

Eligible for Subsidized Employment-Based Coverage | N NN offer.

Not Lawfully Present

Income Below the FPL and Living in a State That Has Not Expanded Medicaid
Income Too High for Marketplace Subsidies -

0 2 4 6 8 10

Millions of People

*

*= Between 1 and 100,000.
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Enrollment in and Medicaid is jointly financed by state governments and the federal government; the federal
Spending for Medicaid  government pays for roughly 65 percent of the cost of services, on average. Like Medicaid,
and CHIP the Children’s Health Insurance Program (CHIP) is also jointly financed by state governments

and the federal government. In that program in 2020, the federal government will pay
roughly 80 percent of the cost of services, and from 2021 to 2029, about 70 percent, as
higher matching rates established by the ACA and the HEALTHY KIDS Act end.

The Families First Coronavirus Response Act (enacted on March 18, 2020) increased the federal
medical assistance percentage, or FMAP (the formula that determines the matching rate for
Medicaid), by 6.2 percentage points for the duration of the public health emergency for most
enrollees. The law also increased the matching rate for CHIP by about 5 percentage points for
the same period. Additionally, the law required states to allow people to remain enrolled in
Medicaid and CHIP during that period regardless of changes in their circumstances.

Share of Enroliment in and Spending for Medicaid and CHIP, by Eligibility Category, 2021
Percentage of Total

People in different eligibility
Total Enrollment: 76 Million People; Total Spending: $433 Billion categories for Medicaid
and CHIP account for very
different shares of enroliment
and spending. For example,
children are projected to
constitute 43 percent of
Medicaid enroliment but only
24 percent of spending in
2021, whereas people with
disabilities are projected to
Enrollment account for 10 percent of
enrollment and 33 percent

Spending

of spending. Individuals
made eligible for Medicaid

Blind and Children Made Eligible for ~ Otherwise Eligible CHIP by the ACA are estimated
Disabled People in Medicaid Medicaid by the ACA for Medicaid to constitute 18 percent of
in Medicaid L ! enrollment and 22 percent of
Adults spending.
Effects of Recently Enacted Legislation on Medicaid and CHIP Spending, by Eligibility Category, 2021
Percentage of Total Additional Spending
CHIP The increased FMAP accounts

(3%)
|

for $30 billion, or 7 percent,
of total federal spending
Otherwise on Medicaid and CHIP in
Eligible for 2021. By CBO’s estimates, a
Medicaid majority of the added funds
Blind and will be spent on individuals
Disabled People . eligible for Medicaid because
Children in in Medicaid s Tott;I Ad::‘;o;al: they are blind or disabled.
Mediciid (51%) pending: Hen Under the law, the increased
(29%) FMAP does not apply to
spending for those made
eligible by the ACA.
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Effects of Employment
Loss on Insurance
Coverage in 2020

The coronavirus pandemic has caused major economic disruptions. However, less

than 30 percent of job losses in 2020 are projected to also result in a loss of access to
employment-based insurance, in large part because those job losses are concentrated
among small firms and lower-wage service industries, where health insurance offers are less
common, and because many job losses are temporary, with firms allowing workers to retain
their offer during the furlough. Among those losing access to employment-based coverage,
about one-third are projected to enroll in Medicaid or subsidized nongroup coverage.

CBO and JCT estimate that the full-year-equivalent number of people who have lost or will
lose their job—permanently or temporarily—as a result of the pandemic will be 14.3 million
for 2020. (That figure is smaller than the number of people who lost jobs at specific points

of the year because nearly all of them worked the first few months of 2020, and many will
resume work before the year ends.) In the projections, of those 14.3 million people, many
did not lose employment-based insurance: 7.1 million (slightly less than 50 percent) did not
have an offer of employment-based insurance, and 3.3 million (slightly more than 20 percent)
temporarily lost their job but retained an offer of employment-based insurance and their
employer’s contributions to premiums while furloughed.

The remaining 3.9 million people (less than 30 percent) permanently have lost or will lose their
job in 2020; they had an offer of employment-based insurance through that job that they also
lost. (That change in the number of offers to employees differs from the estimates of changes
in the numbers of people with employment-based coverage discussed elsewhere in this report
for three reasons: not all offers are accepted, some accepted offers that are lost result in a loss
of coverage for dependents as well as employees, and some employees who lose coverage
through their own job are able to enroll in employment-based coverage through a spouse or
parent.)

Employment Loss Due to the Coronavirus Pandemic and Resulting Insurance Coverage, 2020

Millions of People

Average Employment Loss

Did Not Have an Offer of
Employment-Based Insurance

Temporary
Job Loss

Permanent
Job Loss

In CBO and JCT’s projections for
Had an Offer of

2020, the | f | t-
Employment-Based Insurance @10ss 0" employmen

based coverage is almost all
among the (full-year-equivalent)

Temporary 7
3.9 million people who

Job Loss
permanently have lost or will

lose their job and had an offer
. of employment-based insurance
through that job: 1.3 million of
them are uninsured, and the

Projected Insurance .
others obtain new coverage.

Permanent Status

Job Loss Despite losing their offer of

employment-based insurance,
Employment-Based

Coverage slightly more than 1 million

still have employment-based
coverage by either opting to
continue their coverage under
provisions of COBRA (the
Consolidated Omnibus Budget

Medicaid and CHIP

Nongroup Coverage
and Basic Health
Program

9 Reconciliation Act) or enrolling in
Uninsured coverage through the employer of
a spouse or parent.
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Changes Since March
2020 in Projections of
Subsidies and Sources
of Coverage

Since CBO and JCT’s previous projections, in March 2020, the agencies have increased their
estimate, for the 2021-2030 period, of the net federal subsidies for health insurance cov-
erage for people under age 65 from $10.7 trillion to $10.8 trillion. The net increase results
primarily from including the federal government’s spending on Part D (prescription drugs) of
Medicare in the September 2020 estimates to more accurately represent the government’s
expenditures for individuals under 65 enrolled in Medicare. Without that change, the current
estimate of net federal subsidies would show a reduction from the previous one, reflecting
the effects of the coronavirus pandemic, tempered by the legislation enacted in response.

The agencies’ estimates account for the effects of the Coronavirus Aid, Relief, and Economic
Security (CARES) Act (enacted on March 27, 2020) and the Paycheck Protection Program and
Health Care Enhancement Act (enacted on April 24, 2020), which provided forgivable loans
and new tax credits to offset employers’ payroll costs and some of their other expenses.

Since CBO and JCT’s previous estimates in March, the Families First Coronavirus Relief Act
(enacted on March 18, 2020) required states to allow people to remain enrolled in Medicaid
for the duration of the public health emergency even if their circumstances change, pro-
viding them with continuous coverage during that period. During the emergency, states
receive higher matching rates from the federal government if they maintain coverage for all
Medicaid enrollees regardless of changes in income or circumstances that otherwise would
cause them to lose eligibility. In addition, states must not enact stricter eligibility standards,
increase Medicaid premiums, or establish any cost sharing for services related to COVID-19,
the disease caused by the coronavirus.
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Changes Since March 2020 in Projections of Subsidies and Sources of Coverage (Continued)

Comparison of Estimates of Employment-Based Coverage

Enroliment
(Millions of people)

160 CBO and JCT now estimate
lower enrollment in

158 k employment-based health

March 2020 insurance every year
156 L between 2020 and 2030.
B The decrease since March
results from job losses

154 1 September 2020/ during the coronavirus
pandemic and declines

152 1 in CBO’s population
projections. The decreases

150 r are smaller in 2020 than
in 2021 because more of

0 T ! ! L L ) the job losses in 2020 are
2020 2022 2024 2026 2028 2030  projected to be temporary
furloughs or for only part of
Subsidies the year.
(Billions of dollars)

600 Like the estimates of
enroliment, estimates of
subsidies for employment-

500 - based coverage are
lower now than they
were in March. Besides

400 - lower enroliment, lower
anticipated premiums
(reflecting a constraint
imposed by people’s having

300 less personal disposable
income) also contribute to

T the decrease in subsidies.
O Il Il Il Il J
2020 2022 2024 2026 2028 2030
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Changes Since March 2020 in Projections of Subsidies and Sources of Coverage (Continued)

Comparison of Estimates for Medicaid and CHIP

78
76
74
72 t

70

66

0 T

68/

Enroliment

(Millions of people)

September 2020

March 2020

2020

600 -

500 -

400 r

300

2022

2024

Subsidies

2026

(Billions of dollars)

2028

2030

2020

2022

2024

2026

2028

2030

About half of the projected
increase in enrollment in
Medicaid and CHIP in 2021
(an additional 9 million
people since the previous
estimate) results from the
new requirement that states
allow people to remain
enrolled in Medicaid longer,
and half results from the
economic effects of the
pandemic.

Current projections of
subsidies for Medicaid

and CHIP are higher in the
near term than previously
estimated because of
increases in enrollment

as well as the increases

in federal matching rates.
After the elevated matching
rates end, subsidies are
projected to be slightly
lower than previously
estimated, as enroliment
during the public health
emergency begins to
decline and a lower forecast
for price inflation leads to
slower growth in payment
rates for providers.
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Changes Since March 2020 in Projections of Subsidies and Sources of Coverage (Continued)

Comparison of Estimates for Subsidized Nongroup Coverage and the Basic Health Program
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Since their previous projections in
March, CBO and JCT now estimate
slightly higher enrollment in 2020

in plans purchased through the
marketplaces and in the Basic Health
Program. That upward revision is
mostly owing to the loss of jobs by
people who had employment-based
coverage (and subsequently qualify
for subsidized nongroup coverage)
and to special enroliment periods
established by some states to allow
otherwise uninsured people to acquire
coverage in the marketplaces. Lower
enrollment over the next several years
reflects people’s circumstances after
losing their job: More are projected to
sign up for Medicaid or go uninsured
than enroll in nongroup coverage.

CBO and JCT have lowered their
estimates of outlays for premium tax
credits for nongroup coverage and

for the Basic Health Program. The
reduction is largely the result of a net
reduction in nongroup premiums since
the March estimates due to declines

in personal disposable income, as
projected in CBO’s economic forecast.
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Changes Since March
2020 in Projections
of the Number of
Uninsured People

Compared with the amounts estimated in March, CBO and JCT’s current estimates of the
number of uninsured people—incorporating effects of the pandemic—are about 1 million
larger over the next few years. The current estimates reflect decreases in employment-based
coverage resulting from job losses as well as increases in enrollment in Medicaid brought
about by policy changes that extend the eligibility period for enrollees and declines in
income that make more people eligible.

The estimates for 2021 show 1 million more individuals uninsured, for example. That revision
is the net result of larger changes in the sources of coverage: 8 million fewer are enrolled in
employment-based insurance, 9 million more are enrolled in Medicaid and CHIP, and 2 mil-
lion more have multiple sources of coverage over the course of the year.

The increase in the number of people with multiple sources of coverage does not change
the total number of people estimated to have coverage and explains how the number of
uninsured people can increase at the same time the increase in enrollment in Medicaid

and CHIP exceeds the decline in employment-based insurance. For example, some people
enrolled in Medicaid at the beginning of 2021 continue to be covered by Medicaid but also
obtain employment-based coverage later in the year. CBO counts multiple sources of cover-
age because doing so aligns better with estimates of spending and health insurance cover-
age as reported on household surveys and administrative data.

Comparison of Estimates of the Number of People Without Insurance
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32 ¢

30 -

In CBO and JCT’s current projections,
an average of about 1 million more
people are uninsured each year
between 2020 and 2025 than in the
prior baseline projections because of
the pandemic and its aftereffects. In
the second half of the coming decade,
economic conditions are anticipated
to be more like those projected in
March than what is occurring now.
Relative to the March 2020 estimates
for the second half of the decade,

the current estimates reflect a
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Appendix: Details of the Projections of Health
Insurance Coverage and Federal Subsidies

The tables in this appendix show the Congressional
Budget Office and the staff of the Joint Committee on
Taxation’s previous and current projections of health
insurance coverage and federal subsidies for health insur-
ance for each year from 2020 to 2030. For the current
projections of health insurance coverage, from September
2020, see Table A-1; for the current projections of federal

subsidies for health insurance, see Table A-2. For the
previous projections of health insurance coverage, from
March 2020, see Table A-3; for the previous projections
of federal health insurance subsidies, see Table A-4. For
a comparison of the March 2020 and September 2020
projections, see Table A-5.
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Table A-1.
CBO’s September 2020 Projections for Health Insurance Coverage, 2020 to 2030

Millions of People, by Calendar Year

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Total Population Under Age 65 272 271 271 270 270 270 270 270 270 271 271
Employment-Based Coverage 155 151 153 153 153 153 154 154 155 155 155
Medicaid and CHIP®
Blind and disabled in Medicaid 7 8 8 8 8 8 8 8 8 8 8
Children in Medicaid 30 33 32 31 30 30 30 29 29 29 29
Adults made eligible for Medicaid by the ACA 13 14 13 13 13 13 13 13 14 14 14
Adults otherwise eligible for Medicaid 13 14 14 13 12 12 12 12 12 12 12
CHIP 7 7 7 7 7 7 7 7 7 7 7
Subtotal 70 76 74 Al 70 70 70 70 70 70 70

Nongroup Coverage and the Basic Health Program
Nongroup coverage purchased through marketplaces®

Subsidized 9 8 7 8 8 8 8 8 8 8 8
Unsubsidized 1 1 1 1 1 1 1 1 1 1 1
Subtotal 10 9 9 9 9 9 9 9 9 9 9
Nongroup coverage purchased outside marketplaces 5 5 5 6 6 7 7 7 7 7 7
Subtotal, nongroup coverage 16 14 14 14 15 15 16 16 16 16 16
Coverage through the Basic Health Program® 1 1 1 1 1 1 1 1 1 1 1
Medicare® 8 8 8 8 8 8 8 8 8 8 8
Other Coverage® 3 3 3 3 3 3 3 3 3 3 3
Uninsured' 31 32 32 32 31 31 31 31 31 31 31
Memorandum:
Number of Insured People 240 240 239 238 238 238 239 239 240 240 241
Insured as a Percentage of the Population
Including all U.S. residents 88 88 88 88 88 88 89 89 89 89 89
Excluding unauthorized immigrants 90 90 90 90 90 90 90 90 90 90 90

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation.

These projections reflect legislation, administrative actions, and regulatory changes through early July 2020, as well as premiums at that time. They
are based on the economic forecast that CBO completed on June 26, 2020, and do not account for changes to the nation’s economic outlook and fiscal
situation arising since then from the current public health emergency.

The table shows coverage for the civilian noninstitutionalized population under age 65. The components do not sum to the total population because
some people report multiple sources of coverage. CBO and JCT estimate that in every year of the projection period, between 12 million and 14 million
people (about 5 percent of the insured population) have multiple sources of coverage, such as employment-based coverage and Medicaid.

Estimates reflect average monthly enroliment over the course of a year and include spouses and dependents covered under family policies.

ACA = Affordable Care Act; CHIP = Children’s Health Insurance Program; JCT = Joint Committee on Taxation.

o3

. Includes only noninstitutionalized enrollees with full Medicaid benefits. Estimates are adjusted to account for people enrolled in more than one state.

=

Many people can purchase subsidized health insurance coverage through marketplaces established under the ACA, which are operated by the
federal government, state governments, or partnerships between the federal and state governments.

[g)

. The Basic Health Program, created under the ACA, allows states to establish a coverage program primarily for people with income between
138 percent and 200 percent of the federal poverty guidelines. To subsidize that coverage, the federal government provides states with funding
equal to 95 percent of the subsidies for which those people would otherwise have been eligible through a marketplace.

o

. Includes noninstitutionalized Medicare enrollees under age 65. Most Medicare-eligible people under age 65 qualify for Medicare because they
participate in the Social Security Disability Insurance program.

(]

. Includes people with other kinds of insurance, such as student health plans, coverage provided by the Indian Health Service, or coverage from foreign sources.

f. CBO and JCT consider people uninsured if they are not covered by an insurance plan or enrolled in a government program that provides financial
protection from major medical risks. See Congressional Budget Office, Health Insurance Coverage for People Under Age 65: Definitions and
Estimates for 2015 to 2018 (April 2019), www.cbo.gov/publication/55094.


http://www.cbo.gov/publication/55094
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Table A-2.
CBO’s September 2020 Projections for Net Federal Subsidies for Health Insurance Coverage, 2020 to 2030

Billions of Dollars, by Fiscal Year

Total,
2021-
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2030

Work-Related Coverage
Tax exclusion for employment-based coverage®® 288 299 315 328 336 347 388 417 444 475 510 3,860
Income tax deduction for self-employment

health insurance® 4 4 4 4 4 4 5 5 6 6 6 49
Small-employer tax credits® * * * * * * * * * * * *

Subtotal 291 303 319 332 340 351 393 423 450 431 516 3,909

Medicaid and CHIP?

Blind and disabled in Medicaid 124 143 138 133 142 151 159 168 176 185 194 1,590
Children in Medicaid 86 103 98 94 98 102 107 112 117 123 130 1,084
Adults made eligible for Medicaid by the ACA 82 95 96 94 99 106 114 121 128 135 143 1,132
Adults otherwise eligible for Medicaid 57 76 70 60 60 63 67 70 74 78 82 700
CHIP 17 16 15 15 16 16 17 17 18 19 19 168

Subtotal 366 433 418 397 415 439 463 488 513 539 569 4,674

Marketplace-Related Coverage and the Basic
Health Program

Premium tax credit outlays 43 45 43 43 44 45 45 47 50 53 57 473
Premium tax credit revenue reductions 9 10 9 9 10 10 10 10 " 12 13 103
Subtotal, premium tax credits 53 55 53 52 54 54 55 57 61 65 70 577
Outlays for the Basic Health Program 5 5 6 6 6 6 6 6 7 7 8 62
Collections for risk adjustment -6 -6 -6 -6 -6 -7 -7 -7 -7 -8 -8 -67
Payments for risk adjustment 6 6 6 6 6 6 7 7 7 7 8 66
Subtotal 58 60 58 58 59 60 61 63 67 72 77 637
Medicare® 118 125 131 139 147 157 165 174 182 187 196 1,603
Gross Subsidies 834 922 926 926 962 1,007 1,083 1,147 1,212 1,280 1,358 10,824

Taxes and Penalties Related to Coverage
Net receipts from tax on health insurance

providers' -13 0 0 0 0 0 0 0 0 0 0 0
Gross collections of employer penalties? -2 -2 -2 -2 -2 -2 -2 -2 -2 -2 -3 -21
Subtotal -14 -2 -2 2 -2 -2 -2 -2 -2 -2 -3 -21

Net Subsidies 819 920 924 924 960 1,005 1,081 1,145 1,210 1,277 1,356 10,803

Continued
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Table A-2. Continued
CBO’s September 2020 Projections for Net Federal Subsidies for Health Insurance Coverage, 2020 to 2030

Billions of Dollars, by Fiscal Year

Total,
2021-
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2030
Memorandum
Gross Subsidies as a Percentage of GDP 404 439 419 4.03 4.02 402 415 421 426 432 442
Net Subsidies as a Percentage of GDP 397 438 419 402 401 402 414 420 425 432 44

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation.

These budget projections reflect legislation, administrative actions, and regulatory changes through early July 2020, as well as premiums at that time.
They are based on the economic forecast that CBO completed on June 26, 2020, and do not account for changes to the nation’s economic outlook and
fiscal situation arising since then from the current public health emergency.

The table shows subsidies for the civilian noninstitutionalized population under age 65.
Positive numbers indicate an increase in the deficit, and negative numbers indicate a decrease in the deficit.
The table excludes outlays made by the federal government in its capacity as an employer.

ACA = Affordable Care Act; CHIP = Children’s Health Insurance Program; GDP = gross domestic product; JCT = Joint Committee on Taxation;
* = petween zero and $500 million.

a. The estimates shown, produced by JCT, reflect the tax value of the exclusion from federal income and payroll taxes for employment-based health
insurance for people under age 65, as well as the penalty payments by employers. The tax value represents the change in tax revenues if the
exclusion from federal income and payroll taxes was repealed and the total compensation paid by the employer (including the employer’s payroll
taxes) remained constant by increasing wages. The estimates differ from those of the tax expenditure for the exclusion. The tax expenditure
represents the change in tax revenues if the amount of excluded compensation was taxed and is larger than the tax value. Neither measure reflects
employees’ behavioral responses to the change.

b. Includes increases in outlays and reductions in revenues.

(g

. The estimates shown, which JCT produced, do not include effects stemming from the deduction for people over age 65.

o

. For Medicaid, the outlays reflect only medical services for noninstitutionalized enrollees under age 65 who have full Medicaid benefits.

@

. For Medicare, the outlays are for benefits net of offsetting receipts for noninstitutionalized Medicare beneficiaries under age 65. Estimates include
Part D spending by the federal government for Medicare beneficiaries under 65.

f. Net receipts include effects on individual and corporate tax receipts. Health insurers are subject to the excise tax in calendar year 2020. The Further
Consolidated Appropriations Act, 2020, eliminated the excise tax beginning in calendar year 2021.

g. Excludes the associated effects on revenues of changes in taxable compensation, which are included in the estimate of the tax exclusion for
employment-based insurance. If those effects were included, net revenues from penalty payments by employers would total $15 billion over the
10-year period.
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Table A-3.
CBO’s March 2020 Projections for Health Insurance Coverage, 2020 to 2030

Millions of People, by Calendar Year

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Total Population Under Age 65 272 272 272 272 272 272 272 272 273 273 273
Employment-Based Coverage 159 159 159 158 157 157 157 157 157 157 157
Medicaid and CHIP?
Blind and disabled in Medicaid 7 7 7 7 7 7 7 8 8 8 8
Children in Medicaid 29 29 29 29 29 29 29 29 29 29 29
Adults made eligible for Medicaid by the ACA 12 12 12 13 13 13 13 14 14 14 14
Adults otherwise eligible for Medicaid 12 12 12 12 12 12 12 12 12 12 12
CHIP 7 7 7 7 7 7 7 7 7 7 7
Subtotal 67 67 67 68 68 69 69 69 69 70 70

Nongroup Coverage and the Basic Health Program
Nongroup coverage purchased through marketplaces®

Subsidized 9 8 8 8 8 8 8 8 8 8 8
Unsubsidized 1 1 1 1 1 1 1 1 1 1 1
Subtotal 10 10 9 9 9 9 9 9 9 9 9
Nongroup coverage purchased outside marketplaces 5 5 5 6 6 6 6 7 7 7 7
Subtotal, nongroup coverage 15 15 15 15 15 16 16 16 16 16 16
Coverage through the Basic Health Program® 1 1 1 1 1 1 1 1 1 1 1
Medicare® 8 8 8 8 8 8 8 8 8 8 8
Other Coverage® 3 3 3 3 3 3 3 3 3 3 3
Uninsured' 30 31 31 31 31 31 31 31 31 31 31
Memorandum:
Number of Insured People 242 241 241 241 241 241 241 242 242 242 243
Insured as a Percentage of the Population
Including all U.S. residents 89 89 89 89 89 89 89 89 89 89 89
Excluding unauthorized immigrants 90 90 90 90 90 90 90 90 90 90 90

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation.

These projections reflect legislation, administrative actions, and regulatory changes through early March 2020, as well as premiums at that time. They
are based on the economic forecast that CBO completed on January 7, 2020, and do not account for changes to the nation’s economic outlook and
fiscal situation arising from the current public health emergency.

The table shows coverage for the civilian noninstitutionalized population under age 65. The components do not sum to the total population because
some people report multiple sources of coverage. CBO and JCT estimate that in every year of the projection period, about 12 million people (or about
5 percent of insured people) have multiple sources of coverage, such as employment-based coverage and Medicaid.

Estimates reflect average monthly enroliment over the course of a year and include spouses and dependents covered under family policies.
ACA = Affordable Care Act; CHIP = Children’s Health Insurance Program; JCT = Joint Committee on Taxation.

. Includes only noninstitutionalized enrollees with full Medicaid benefits. Estimates are adjusted to account for people enrolled in more than one state.

.O'Q)

Many people can purchase subsidized health insurance coverage through marketplaces established under the ACA, which are operated by the
federal government, state governments, or partnerships between the federal and state governments.

. The Basic Health Program, created under the ACA, allows states to establish a coverage program primarily for people with income between
138 percent and 200 percent of the federal poverty guidelines. To subsidize that coverage, the federal government provides states with funding
equal to 95 percent of the subsidies for which those people would otherwise have been eligible through a marketplace.

[g]

o

. Includes noninstitutionalized Medicare enrollees under age 65. Most Medicare-eligible people under age 65 qualify for Medicare because they
participate in the Social Security Disability Insurance program.

(]

. Includes people with other kinds of insurance, such as student health plans, coverage provided by the Indian Health Service, or coverage from foreign sources.

f. CBO and JCT consider people uninsured if they are not covered by an insurance plan or enrolled in a government program that provides financial
protection from major medical risks. See Congressional Budget Office, Health Insurance Coverage for People Under Age 65: Definitions and
Estimates for 2015 to 2018 (April 2019), www.cbo.gov/publication/55094.
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Table A-4.
CBO’s March 2020 Projections for Net Federal Subsidies for Health Insurance Coverage, 2020 to 2030

Billions of Dollars, by Fiscal Year

Total,
2021-
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2030

Work-Related Coverage
Tax exclusion for employment-based coverage®® 294 313 333 353 372 393 445 480 505 531 560 4,284
Income tax deduction for self-employment

health insurance® 4 4 4 4 5 5 5 6 6 7 7 53
Small-employer tax credits® * * * * * * * * * * * *

Subtotal 297 317 337 357 377 397 451 486 511 538 567 4,337

Medicaid and CHIP¢

Blind and disabled in Medicaid 111 118 123 130 138 147 155 165 175 186 197 1,633
Children in Medicaid 78 83 87 92 98 103 109 115 121 128 135 1,069
Adults made eligible for Medicaid by the ACA 78 82 88 95 102 108 115 122 129 136 144 1,122
Adults otherwise eligible for Medicaid 47 50 53 57 60 64 68 72 76 80 85 666
CHIP 16 14 14 15 16 16 17 18 18 19 20 167

Subtotal 331 347 366 389 413 438 464 491 519 548 581 4,556

Marketplace-Related Coverage and the Basic
Health Program

Premium tax credit outlays 42 43 45 47 48 51 54 56 58 61 65 529
Premium tax credit revenue reductions 9 9 10 10 11 11 12 12 13 13 14 115
Subtotal, premium tax credits 51 52 55 57 59 63 65 68 Al 75 80 645
Outlays for the Basic Health Program 5 5 6 6 6 6 7 7 7 8 8 66
Collections for risk adjustment -5 -6 -6 -6 -7 -7 -8 -8 -9 -9 9 -76
Payments for risk adjustment 6 6 6 6 7 7 8 8 8 9 9 73
Subtotal 57 57 61 63 65 69 72 74 78 82 87 709
Medicare® 90 92 96 100 104 109 115 120 127 132 142 1,138
Gross Subsidies 775 814 860 909 959 1,014 1,101 1,172 1,235 1,300 1,377 10,740

Taxes and Penalties Related to Coverage
Net receipts from tax on health insurance

providers' -13 0 0 0 0 0 0 0 0 0 0 0
Gross collections of employer penalties? -2 -2 -2 -2 -2 -2 -2 -2 -2 -3 -3 -22
Subtotal -14 -2 -2 2 -2 -2 -2 -2 -2 -3 -3 -22

Net Subsidies 761 812 858 907 957 1,012 1,099 1,169 1,233 1,297 1,375 10,718

Continued
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Table A-4. Continued
CBO’s March 2020 Projections for Net Federal Subsidies for Health Insurance Coverage, 2020 to 2030

Billions of Dollars, by Fiscal Year

Total,
2021-
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2030
Memorandum:
Gross Subsidies as a Percentage of GDP 350 353 359 366 373 380 399 409 415 421 430
Net Subsidies as a Percentage of GDP 344 353 359 366 372 380 398 408 415 421 430

Sources: Congressional Budget Office; staff of the Joint Committee on Taxation.

These budget projections reflect legislation, administrative actions, and regulatory changes through early March 2020, as well as premiums at that
time. They are based on the economic forecast that CBO completed on January 7, 2020, and do not account for changes to the nation’s economic
outlook and fiscal situation arising from the current public health emergency.

The table shows subsidies for the civilian noninstitutionalized population under age 65.
Positive numbers indicate an increase in the deficit, and negative numbers indicate a decrease in the deficit.
The table excludes outlays made by the federal government in its capacity as an employer.

ACA = Affordable Care Act; CHIP = Children’s Health Insurance Program; GDP = gross domestic product; JCT = Joint Committee on Taxation;
* = between zero and $500 million.

a. The estimates shown, produced by JCT, reflect the tax value of the exclusion from federal income and payroll taxes for employment-based health
insurance for people under age 65, as well as the penalty payments by employers. The tax value represents the change in tax revenues if the
exclusion from federal income and payroll taxes was repealed and the total compensation paid by the employer (including the employer’s payroll
taxes) remained constant by increasing wages. The estimates differ from those of the tax expenditure for the exclusion. The tax expenditure
represents the change in tax revenues if the amount of excluded compensation was taxed and is larger than the tax value. Neither measure reflects
employees’ behavioral responses to the change.

b. Includes increases in outlays and reductions in revenues.
¢. The estimates shown, which JCT produced, do not include effects stemming from the deduction for people over age 65.
d. For Medicaid, the outlays reflect only medical services for noninstitutionalized enrollees under age 65 who have full Medicaid benefits.

e. For Medicare, the outlays are for benefits net of offsetting receipts for noninstitutionalized Medicare beneficiaries under age 65. Estimates do not
include Part D spending by the federal government for Medicare beneficiaries under 65.

f. Net receipts include effects on individual and corporate tax receipts. Health insurers are subject to the excise tax in calendar year 2020. The Further
Consolidated Appropriations Act, 2020, eliminated the excise tax beginning in calendar year 2021.

g. Excludes the associated effects on revenues of changes in taxable compensation, which are included in the estimate of the tax exclusion for
employment-based insurance. If those effects were included, net revenues from penalty payments by employers would total $15 billion over the
10-year period.
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Table A-5.
Comparison of Current and Previous Projections of Health Insurance Coverage and Net Federal Subsidies

2021 2020-2030
March  September March September
2020 2020 2020 2020
Projections Projections Difference  Projections  Projections  Difference
Insurance Coverage for the Average Insurance Coverage Over the Period®
Year? (Millions of people) (Millions of people)
Total Population 272 271 -1 272 270 -2
Employment-Based Coverage 159 151 -8 157 154 -4
Medicaid and CHIP®
Blind and disabled in Medicaid 7 8 1 7 8 *
Children in Medicaid 29 33 4 29 30
Adults made eligible for Medicaid by the ACA 12 14 2 13 13
Adults otherwise eligible for Medicaid 12 14 3 12 13 1
CHIP 7 7 * 7 7 *
Total 67 76 9 69 Al 2
Nongroup Coverage and the Basic Health Program
Subsidized nongroup 8 8 * 8 8 *
Unsubsidized nongroup 7 6 -1 7 7 *
Total 15 14 -1 15 15 *
Coverage through the Basic Health Program® 1 1 * 1 1 *
Medicare® 8 8 * 8 8 *
Other Coverage® 3 3 * 3 3 *
Uninsured' 31 32 1 31 31 *
Effects on the Federal Deficit? Effects on the Cumulative Federal Deficit
(Billions of dollars) Over the Period? (Billions of dollars)
Employment-Based Coverage
Tax exclusion for employment-based coverage" 313 299 -14 4,284 3,860 -424
Income tax deduction for self-employment health insurance 4 4 o 53 49 -4
Small-employer tax credits * * * * * *
Subtotal 317 303 -14 4,337 3,909 -428
Medicaid and CHIP’
Blind and disabled 118 143 26 1,533 1,590 57
Children 83 103 20 1,069 1,084 15
Adults made eligible for Medicaid by the ACA 82 95 13 1,122 1,132 10
Adults otherwise eligible for Medicaid 50 76 26 666 700 35
CHIP 14 16 1 167 168 2
Subtotal 347 433 86 4,556 4,674 118
Marketplace-Related Coverage and the Basic Health Program
Premium tax credits 52 55 3 645 577 -68
Outlays for the Basic Health Program 5 5 * 66 62 -4
Net collections and payments for risk adjustment and reinsurance o o o -2 -1 1
Subtotal 57 60 3 709 637 -72
MedicareX 92 125 33 1,138 1,603 465
Gross Subsidies 814 922 108 10,740 10,824 83
Taxes and Penalties Related to Coverage
Gross collections of employer penalties' -2 -2 o -22 -21 1
Net Subsidies 812 920 108 10,718 10,803 84

Continued
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Sources: Congressional Budget Office; staff of the Joint Committee on Taxation.

The March 2020 projections reflect legislation, administrative actions, and regulatory changes through early March 2020, as well as premiums at that
time. They are based on the economic forecast that CBO completed on January 7, 2020. The September 2020 projections reflect such governmental
activities through (and premiums in) early July 2020 and the economic forecast completed on June 26, 2020.

Estimates of insurance coverage apply to calendar years, and estimates of the effect on the federal deficit apply to fiscal years.
The table applies to the civilian noninstitutionalized population under age 65.

ACA = Affordable Care Act; CHIP = Children’s Health Insurance Program; JCT = Joint Committee on Taxation; * = between -500,000 and 500,000;
** = between -$500 million and $500 million.

a. The components do not sum to the total population because some people report multiple sources of coverage. CBO and JCT estimate that in every
year of the projection period, between 12 million and 14 million people (or about 5 percent of insured people) have multiple sources of coverage,
such as employment-based coverage and Medicaid. Estimates reflect average monthly enroliment over the course of a year and include spouses
and dependents covered under family policies.

b. Includes only noninstitutionalized enrollees with full Medicaid benefits. Estimates are adjusted to account for people enrolled in more than one state.

c. The Basic Health Program, created under the ACA, allows states to establish a coverage program primarily for people with income between
138 percent and 200 percent of the federal poverty guidelines. To subsidize that coverage, the federal government provides states with funding
equal to 95 percent of the subsidies for which those people would otherwise have been eligible through a marketplace.

d. Includes noninstitutionalized Medicare enrollees under age 65. Most Medicare-eligible people under age 65 qualify for Medicare because they
participate in the Social Security Disability Insurance program.

e. Includes people with other kinds of insurance, such as student health plans, coverage provided by the Indian Health Service, and coverage from
foreign sources.

f. Includes noncitizens not lawfully present in this country, who are ineligible either for marketplace subsidies or for most Medicaid benefits; people
ineligible for Medicaid because they live in a state that has not expanded coverage; people eligible for Medicaid or CHIP who do not enroll; people
who purchase nongroup insurance policies that do not meet the agencies’ definition of comprehensive health insurance; and people who do not
purchase insurance available through an employer, through the marketplaces, or directly from an insurer.

g. Positive numbers indicate an increase in the deficit, and negative numbers indicate a decrease in the deficit.

h. The estimates shown, produced by JCT, reflect the tax value of the exclusion from federal income and payroll taxes for employment-based health
insurance for people under age 65, as well as the penalty payments by employers. The tax value represents the change in tax revenues if the
exclusion from federal income and payroll taxes was repealed and the total compensation paid by the employer (including the employer’s payroll
taxes) remained constant by increasing wages. The estimates differ from those of the tax expenditure for the exclusion. The tax expenditure
represents the change in tax revenues if the amount of excluded compensation was taxed and is larger than the tax value. Neither measure reflects
employees’ behavioral responses to the change.

i. The estimates shown, which JCT produced, do not include effects stemming from the deduction for people over age 65.
j. For Medicaid, the outlays reflect only medical services for noninstitutionalized enrollees under age 65 who have full Medicaid benefits.

k. For Medicare, the outlays are for benefits net of offsetting receipts for noninstitutionalized beneficiaries under age 65. The September 2020
estimates include Part D spending by the federal government for Medicare beneficiaries under 65 (estimates before that time do not).

. Excludes the associated effects on revenues of changes in taxable compensation, which are included in the estimate of the tax exclusion for
employment-based insurance.
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